Executive Summary

INTRODUCTION

Mayor Martin J. Walsh’s Fiscal Year 2019
(FY19) budget affirms a commitment to
progress, opportunity and innovation by
investing in Boston's neighborhoods while
maintaining the Mayor’s strong record of
financial management. The $3.29 billion plan is
balanced, sustainable, and accelerates progress
across public policy areas. The budget contains
historic levels of funding for public education,
new investments in public safety, continued
efforts to create affordable and middle income
housing, expanded services for residents
struggling with substance use disorders and
addiction, and new initiatives that will
transform the future of transportation in
Boston.

Boston is a thriving city, as evidenced by the
growing population, new housing and
commercial construction, and increasing
property values. For two years in a row, Boston
has been the number one city for startups. We
are adding 20,000 jobs and $5 billion in
development each year and Boston is always in
contention for new corporate headquarters.

The FY19 budget reflects this economic growth
by projecting the City will collect $138.5 million
inincreased revenue next year to be reinvested
into city services. Growth in property tax
accounts for most of the increase in revenue
and supports over 70% of the budget. Other
revenue growth is generated by strong local
receipts, including hotel and meals excise, that
are driven by an expanding economy. While
local revenue continues to grow, FY19 will mark
over 10 years in a row of declining net State aid.

Fixed costs continue to absorb an outsized
portion of new revenue, In FY19, nearly $24
million of the City’s revenue growth will go
directly to fund these costs, which include the
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costs of providing pensions and debt service on
the City's ambitious capital plan. But the
commitment the Mayor made to fiscal
responsibility at the beginning of his
Administration is yielding tangible results. The
City’s efforts to control health care costs have
saved $50 million since FY15, its pension
liability is on track to be fully paid by 2025,
faster than most Massachusetts cities, and City
services are more efficient, effective and
responsive to the needs of Boston’s residents
than ever before.

The Mayor’s FY19 budget builds on four years of
investment in the areas that mean the most to
Bostonians. From them, we are seeing
tremendous results, and this budget makes
additional investments, including:

9 historic levels of funding to ensure schools
get the support they need to educate and
prepare all Boston children for success;

1  more police officers, EMT’s, and
firefighters, equipped with 21st century
technology to meet the public safety needs
of a growing City;

91 support future projects resulting from the
BuildBPS engagement process and
partnerships with the Massachusetts
School Building Authority (MSBA);

1  new transportation revenue to encourage
better traffic management and allow the
City to dramatically accelerate
implementation of Go Boston 2030
projects;

1  apermanent engagement center on the
frontline of responding to substance use
disorder and the opioid epidemic and the
first step in the return of services to Long
Island;



1 aclimate change response plan that
provides for immediate action,
implementing nation-leading climate
ordinances, and planning for the future of
Boston as a coastal city;

9 and addressing the City’s housing shortage
through the creation and preservation of
affordable housing stock, middle income
homebuyer assistance, and tenancy
preservation.

The City’s approach to new investment comes at
a time when State and Federal resources are
decreasing. Boston faces a rapidly declining
amount of net State aid, and Federal funding
continues to be mired with uncertainty and
reductions. Cities cannot afford to replace this
level of funding cuts and Massachusetts
communities are tightly constrained by State
law with regard to revenue opportunities. This
instability from the Federal and State level
requires strong fiscal management at the city
level.

The FY19 budget continues Mayor Walsh’s
emphasis on fiscal discipline that has been
affirmed by four years in a row of AAA bond
ratings, the highest in the City’s history.
Responsible budgeting, cost containment, data-
based decisions, proactive management and
long-term planning will ensure the City will
maintain that rating into the future.

REVENUE

Boston’s expanding economy is generating
growing revenue to support investments in city
neighborhoods. Property tax growth remains the
main driver and far exceeds previous growth
realized in the City. Local receipts, such as
fines, fees and excise tax also continue to grow
modestly as a result of an expanding economy.
The City continues to weather reductions to net
State aid, a decade-long trend of disinvestment
driven by modest growth in State aid revenue
and large increases in State assessments.
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Figure 1 - Categories of Recurring Revenue

FY19 relies on $3.29 billion in revenue, a $138.5
million (4.4%) increase over FY18, Of the $138.5
million in new revenue, $118 million (85%) is
projected to come from property tax growth.
Other local receipts account for $14 million
(11%), while State revenue is projected to grow
by $6 million (4%).

Due to the Mayor’s commitment to new housing
construction and the strength of Boston’s
development climate, property tax growth
exceeds trends over the past decade. Taxes paid
by new construction adds to Boston’s property
tax levy, which is otherwise statutorily limited
to an increase of 2 ¥4 percent annually.

In Massachusetts, Proposition 2 % constrains
the amount of property tax revenue the City can
raise each year from its existing tax base. This
means that while total property value has grown
54% since FY14, property tax revenue has grown
by only 25%.

Despite these constraints, the Mayor is
committed to keeping residential property tax
bills down to retain more low and middle class
homeowners in the City. Policies the Mayor has
pursued are demonstrating success, as
residential taxes fall 41% below last year's
statewide average. Mayor Walsh advocated for a
change in State law that increased the
residential exemption limit from 30% to 35% of
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the average assessed value of all Class One
residential properties. This year, the City
Council, with the approval of the Mayor, once
again chose the maximum exemption allowed by
law. The FY18 residential exemption amount
increased by $106 over last year's amount,
Additionally, the FY18 classified tax rates
decreased from the FY17 levels, resulting in
substantial savings for the City's residential
taxpayers, while still maximizing its taxable
levy.
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Figure 2 - Assessed Value and Net Property
Tax Growth

Thanks to efforts to attract business
development and grow its housing stock, Boston
experienced unprecedented new growth in
property tax revenue over the past two fiscal
years. In FY19, we expect new growth to
continue, but will likely not exceed experiences
in FY17 and FY18. New growth is outside of the
Proposition 2 % cap. During the past two years,
the City saw notable construction projects in
the Seaport District, the Fenway area and
Brighton Landing enter the City property tax
base. We will see other major projects such as
Clippership Wharf in East Boston and South Bay
Town Center in Dorchester moving to
completion and impacting new growth. A large
segment of the new growth being developed in
the city is in the form of mixed use
developments. They consist of commercial
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spaces at the lower levels with larger
proportions of residential space above. During
FY18, over 50% of the residential new growth
was due to new condominiums created in all
neighborhoods in the city

While Boston's overall spending on education
has increased substantially in recent years,
Boston’s State education funding has not kept
pace. The Chapter 70 education aid formula
does not work for Boston and is expected to
grow by $1.9 million, or less than 1% in FY19.
While Boston’s charter school assessment has
risen by 184% since the enactment of the 2010
Achievement Gap Legislation, the State's
statutory obligation to fund charter school
reimbursement has not kept pace. As a result,
the City of Boston will lose $28 million under
the Governor’s FY19 budget, and a total of $101
million over the past five years (FY14-FY19).

If recent trends hold - rising charter school
assessment and declining charter school
reimbursement and stagnant Chapter 70- it’s
likely that in three years Boston will receive no
education State aid. This will mean Boston’s
57,000 students will be entirely funded by the
City's General Fund.
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Figure 3 - Education Spending and Revenue
FY14-FY19

Mayor Walsh has raised concerns about this
trend since taking office and has been proactive
in addressing the underlying challenges of the
State’s education aid system. In 2017, the Mayor
filed comprehensive education finance reform
legislation that aims to invest equitably and
expand access to high-quality public education
for students of all ages. By proposing a creative
revenue solution to provide every Boston four-
year-old a high-quality seat, fixing the broken



charter school transition funding model, and
increasing reimbursements for the highest-need
students, the proposals would increase annual
education funding to Boston by $35 million in
its first year of implementation. The proposal
would also position Boston to receive $150
million in additional annual Chapter 70 aid
within a few years if the State identifies a new
revenue source for education. The Mayor
continues to advocate for these common sense
pieces of legislation, as well as full funding of
local aid reimbursement accounts.

Local receipts, including excises, fees, fines,
and permits, are projected to grow by $14
million or 11%. A strong local economy drives
strong room occupancy and meals excise tax
revenue as well as continued permit revenue
growth from commercial and residential real
estate development. The budget also expects $5
million in increased revenue from parking fines
based on the Mayor’s proposal to update certain
fines. This additional funding will be directed
towards transportation projects contained in
both the operating and capital budgets. The
FY19 budget includes for the first time $2.25
million in projected revenue from the
recreational marijuana excise tax. Given
uncertainty around the size and scope of the
industry in Massachusetts, the City is budgeting
conservatively for these revenues. The budget
again includes $2 million in new revenue as a
result of the State legislation that passed in
2016 to create a per-ride assessment collected
from transportation network companies (TNCs),
such as Uber and Lyft.

With limited revenue tools, the City is
continuing to maximize local revenue. In FY19,
the Office of Budget Management (OBM) will
continue to work with departments citywide to
review collections, understand revenue drivers,
and maximize Federal health insurance
reimbursements and revenue recovery efforts.

EXPENDITURES

Overall FY19 expenditures are increasing by
$138.5 million or 4.4% over the FY18 budget, for
a total of $3.29 billion. This spending growth
falls within the City’s expected revenue growth

and results in a balanced, sustainable, and
impactful FY19 budget.

Funding for city services, like streets, parks,
public health and public safety will grow by $43
million, including $12 million in new data-
driven investments. Education funding will
increase by $68 million compared to FY18
adopted and $37 million compared to FY18
current appropriation, funding for collective
bargaining will increase $30 million over FY18
and other fixed costs like pensions and debt
service make up the remaining growth of $28
million.

Figure 4 - Budgetary Growth by Category

Education

Mayor Walsh’s commitment to funding public
education is rooted in the understanding that
education is the great equalizer. The FY19
budget builds on years of historic investments
by the Mayor in public education. Next year,
education spending will grow by $72 million
compared to the adopted FY18 budget. Boston
Public Schools (BPS) will receive $51 million
more than the FY18 adopted budget, and the
charter school assessment will increase by $20
million. This historic level of commitment for
BPS comes at a time when education revenue is
flat and our net education aid is projected to
drop by $21 million under the Governor’s
proposed FY19 budget.

The BPS appropriation totals $1.112 billion in
FY19, the highest in history. With this
investment, Mayor Walsh has increased funding
for BPS’ annual budget by over $174.3 million
since taking office. Of the $51 million increase,
$40 million will go directly back to schools for
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maximum flexibility in providing the unique
services students need to succeed.

Included in the school funding is $10 million for
high-need schools that have large populations of
English language learners, are low performing,
or have declining enrollment. For the first time,
this budget includes funding through the
Opportunity Index, an effective tool for
identifying high-need students

Next year will also include an additional $2.4
million to support the social, emotional, and
physical well-being of students through new
nurses, trauma counselors and psychologists in
schools. By creating safe, healthy, and
welcoming school environments, we tackle
opportunity and achievement gaps in our
schools.

Centrally, BPS will make new investments for
critical services and programs that have a track
record for success, including expanded
translations and interpretations for students,
expansions for proven programs like Excellence
for All and Becoming a Man, and a new
investment in 80 high-quality pre-K seats.

This budget also maintains funding for
investments that the City has made over the
past several years that are already delivering
results for our students:

1  Extended learning time for over 23,000
students at 57 schools throughout the
district.

1 1,056 BPS Pre-kindergarten (K1) seats
created since 2014.

1 Support for 8,000 BPS students identified
by the district as experiencing
homelessness.
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